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Report of the Directors 


Report to Shareholders : 


Your Directors submit their report for the year 
ended 31 December, 1976. Included herein 
are the audited financial statements and the 
report of the Mine Manager covering opera- 
tions at the mine from 1 January, 1976 until 
its sale to Louvem Mining Company Inc. on 
11 August, 1976. 


Net income of $2,390,959 or 83¢ per share 
was earned in 1976 as compared with a net 
loss of $37,779 or 1¢ per share which was 
incurred in 1975. These financial results in- 
clude extraordinary net gains of $2,147,733 
in 1976 and $276,100 in 1975. 


Shareholders will recall that 1975 was a 
trying one for your Company owing to 
escalating operating costs and low metal 
prices. Ore reserves declined by 308,093 
tons in 1975 and an operating loss of 
$313,879 was sustained. 


The Company's main assets were its 1,600 
ton per day mill and its base metal mining 
property which had been in operation for 35 
years. As profitable mining operations 
became more difficult to achieve, we were 
fortunate that Louvem Mining Company had 
discovered a substantial orebody a short 
distance from our mine and that we were 
able to mill their ore on a mutually advanta- 
geous basis. As time went on, the viability 
of our own operations became more and 
more intertwined with those of Louvem. 
Revenues derived from the custom milling of 
Louvem’s ore were increasing while ore 
reserves and production from our mining 
operations were decreasing.’ In order to 
achieve optimum results from the two mining 
properties and facilities, it was recognized 
that sole ownership thereof was essential. 


Ata General Meeting of Shareholders which 
took place on 10 August, 1976, share- 
holders approved the sale of our base metal 
mining property, mill, townsite, plant and 
Operating supplies to Louvem Mining Com- 
pany. As a result of that sale, the principal 
assets of the Company are currently made up 
of short term deposits and notes and royal- 
ties receivable. 


Important interests held by the Company in 
mining properties include (i) a participating 
Or carried interest, at our option, in the 
Barvue zinc-silver property which will likely 
be placed into production when metal prices 
are favourable, (ii) an equal joint interest 
with Louvem in 17 mining claims contiguous 
to our former base metal mining property 
and (ili) an option on 24 copper claims in 
Bourlamaque Township, Quebec. It is antic- 
ipated that additional exploration or devel- 
opment work will be carried out on these 
three mining properties during the coming 
year. 


The Company’s policy is to remain in the 
natural resource field and to invest company 
funds to obtain a maximum rate of return 
commensurate with risk-reward factors. We 
recently agreed to participate, to the extent 
of $1,000,000, in a programme for the 
exploration and development of natural gas 
and oil in Alberta and British Columbia. Our 
participation is to be through a limited 
partnership agreement and is to be part of a 
projected $25,000,000 exploration and de- 
velopment programme. This commitment is 
the first to be made by the Company for the 
exploration and development of energy 
resources in Canada and it is consistent with 


the Company's long record of participation 
in the natural resource field. 


Due to the strong financial position of the 
Company, we have received and continue 
to receive a number of proposals for invest- 
ment in the development of Canadian natural 
resources. These opportunities are being 
assessed with the objective of increasing 


profitability through optimum utilization of 
the Company's assets. We are confident that 
the natural resource opportunities in which 
we choose to invest will prove to be reward- 
ing for shareholders. 


D. L. MARCUS, 


President 
25 May, 1977. 


Report of the Mine Manager 


To the President and Directors: 


This report summarizes operations at the Company’s Val d’Or mine from 1 January, 1976 until 
its sale to Louvem Mining Company Inc. on 11 August, 1976. 


PRODUCTION | 


Production during the period 1 January, 1976 to 11 August, 1976 amounted to 106,743 tons or 
an average of 480 tons per day as compared with 244,995 tons or an average of 671 tons per 
day in 1975. Because of prevailing costs and metal prices, operations were carried out with a 
reduced mine force and, through implementation of a more selective mining practice, a higher 
grade or ore was mined... Comparative grades of silver-zinc ore treated in 1976 and 1975 are as 
shown hereunder: 


1976 1975 
EL SURE eee Sint Ay ee a ean Ae A PM ee 2.83 OZS. 2.46 ozs. 
ENE ES SS ARES SS EAR eet MET aR Bd SN ere 3.13% 1.81% 
"SULT SR ae OA ecm os Sl SO EL GPA Soe 0.03 ozs. 0.018 ozs. 
CEOS oP 0 WET oe cert DOR 1 oe cored a alee Meee ae 0.51% 0.30% 


CUSTOM MILLING 


A total of 127,894 tons of zinc ore of Louvem Mining Company were milled on a custom basis 
during the 7.3 month period of 1976, as compared with 154,948 tons of Louvem copper and 
zinc ores in 1975. 


MINING AND EXPLORATION 


Mine development footages were maintained during the 7.3 months of operation in 1976. 
Exploration drifting and diamond drilling exceeded 1975 efforts. 


Exploration Stope Exploration 
Drifts Drifts Raising Diamond Drilling 
Lo Vone eat Ak Sack 100’ 5,030" OO lt 14,375’ 


WTO To MOMS) san 1,160" 3,002" 760’ 15,068’ 


ORE RESERVES 

Silver-zinc ore reserves were relatively unchanged during the year. At the transfer of ownership 
of the mine on 11 August, 1976, the combined estimated broken, proven and indicated silver- 
zinc ore reserves totalled 890,000 tons grading 3.8 ozs. silver, 2.3% zinc, 0.02 ozs. gold and 0.3% 
lead per ton. 


Copper ore reserves remained unchanged at approximately 100,000 tons grading 1.11% copper, 
0.01 ozs. gold and 0.13 ozs. silver. 


Respectfully submitted, 


ES Se Onn», 
Mine Manager 
Val d’Or, Quebec 
16 May, 1977. 


BALANCE SHEET AS AT DECEMBER 31, 1976———— 


assets 


Current Assets 
Cash and short-term deposits 
Accounts receivable. c-cc-20 2.5 2 coy Dawe Abbett ew seat se i 
Receivable on sale of mining operation (note 3) 
Notes receivable (note:3) <j 00. Fos ch aneu eho ose are «ogee A <2 Se 
Accrued interest receivable 
Metal concentrates 
Prepaid expenses 


Pr er ee a a a SM eV DW SO Yc ee CC i er Mie TCR ier oct (orang oe Ny 
ee er es ee ee ee CMe WE MIC Oro ce 


ee ee er er ee Oe er i ea ee er re em evra EOE MONTE Meyer ch rec OH Se re 
Piet eer ee er ae a A eee ee Pee Pe Ce Tee er eee MrT heCNerce CCH rh oy Ty oS ee OG Ot 


Pee ee ter ae Ce er eT ee ee ae rr rece reriery OM on eretm niin Cem cho O oO Oo o> GH Sm 


Other Assets ) 
Receivable on sale of mining operation (notes 2 and 3) 
Operating: suppligs al COSI a... 4 eee "owed en es pee woke oa ne a 
Investment in subsidiary companies (note 4).......2.......2. 52... 0. 
Investment in an associated company (note 5) 
Option on mining claims (note 6) 
Property held for resale, at cost 


Se ee ee eh CE MC Mir meCh Ch ce ct Sy 


Cr ae ee ee er ee ee ee ee a ee a et ee i Ce me eer EBC rier h Oy Co ccs 


Fixed Assets 
Furniture, fixtures and equipment, at cost 
Less accumulated depreciation 


Interest in mining claims, at nominal value (note 2)... 0...) 8) 
Mining lands and rights, including surface rights, at cost 


liabilities 
Current Liabilities ; : 

Bankloatie:.. 6. .05 euleideuls acne he anna ade bol Geen cee eee 

Accounts payable and accrued liabilities 

Deferred lease revenue (note 2) 

Mining taxes payable (note 2) 


eyne) eet 6. ley Me te) Tee aw i hes 8) ey is) SK pm Mel ee ae se) fot in) os) 99) 6) 9) fe a re 
ea a Mm a ee a em we ee) i tos i a) wm ng ey lane) fay fer ie) pe fe: Wim oy ea 


pm a a Se Tal fe a Me) fe te Wa, Wl a: ie 4 a a) a fe Ge; tall care a; eh fal ai vay Sepdioe; (0) “e) 13.6) «jain ns a 


shareholders’ equity 


Capital Stock (note 7) 
Authorized — 8,500,000 shares without par value 
Issued — 3,821,179 shares 

Retained Earnings (Deficit) 


Sls a el aie ee We ee! eh Ne a! a) Go Vm) eh a) ete) a) 10) .e) fa) Vea! ea) (a) q! iq: a] fe ‘w a) te: (erie (slikel a 'altwiitls aie <a 


Oe ie! 8) at alah are, a6 el ei (ee: 10. 6 0, aaa, 0 me wi 0 ae 4 e (a) 19116) alse: (ss! o_ 0, @ elle, «) 1a) 14 1, a4) “@] tu; 16ie) (s: 19) 7a )\e/rs) «)/=) sa) er 


Deduct associated company’s holding of 954,427 shares of the company, at cost to associated company 


Contractual and other commitments (note 8) 


1976 


$1,738,217 
22,802 
204,000 
900,000 
65,778 


2,930,797 


1,095,700 


1 
116,998 
65,000 
101,980 


1,379,679 


248,866 
139,719 


109,147 


1 


109,148 
$4,419,624 


$ 230,854. 
4,456 
100,000 


335,310 


3,354,940 


1,053,768 


4,408,708 
324,394. 


4,084,314 
$4,419,624 


MANITOU-BARVUE MINES LIMITED 


(/ncorporated under the laws of Ontario) 


1975 


> =~ 90,955 
106,771 


200,000 


858,396 
4,484 


1,205,606 


200,000 
273,429 
1 
114,489 
40,000 
99,705 


727,624 


1,176,564 
859,958 


316,606 


160,651 
477,257 
$2,410,487 


$ 285,000 
432,132 


FIT ASZ 


3,354,940 
1.337.191) 
2,017,749 

324,394 
1,693,355 
$2,410,487 


D. L. MARCUS, 
H. B. ROSENBERG, 


AUDITORS’ REPORT 


To the Shareholders of 
Manitou-Barvue Mines Limited 


We have examined the balance sheet of 
Manitou-Barvue Mines Limited as at 
December 31, 1976 and the statements of 
income, retained earnings (deficit) and 
changes in financial position for the year 
then ended. Our examination was made in 
accordance with generally accepted audit- 
ing standards, and accordingly included such 
tests and other procedures as we considered 


necessary in the circumstances. 


/n our opinion, these financial statements 
present fairly the financial position of the 
company as at December 31, 1976 and the 
results of its operations and the changes in 
its financial position for the year then ended 
in accordance with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding year. 


TAORNE RIDDELL Ta-GO: 
Chartered Accountants 


Toronto, Canada 
March 31,1977 


Approved by the Board: 


Director 


Director 


MANITOU-BARVUE MINES LIMITED 


statement of income 
Year ended December 31, 1976 


IS16 
Metal: oroduction: (note: 2)7. me eae hs oe $2,192,257 
Custom: milling’ ics. eee ee eee ee 809,063 
3,001,320 
Mine operating expenses, other than undernoted.......... 2,620,532 
380,788 
Other income 
INVESIMONE: Gs sacc See ctihn eo ee naene eee Nm eee 161,491 
Rental.and miscellaneous... .t.-.25 2. os oe ee ee 20,503 
562,782 
Other expenses 
Deferred development expenditures written off......... 
Outside Exploravoni. 2. vc= sles ata ce eee ee rane 10,888 
Professional-and:consulting fees ci... ek ee eee 43,533 
Administrativesand general-e.. 3-1-4 oe ee 188,106 
IINPOCO SEs oo OS cae ocd ices Aen ee re an eee mE 11,334 
Beprectationw. 027 cogent Ste a ee ee ee 68,204 
322,065 
240,717 
Share in income (loss) of associated company (note 5)..... 2,509 
Income (loss) before extraordinary items................ 243,226 
Extraordinary items 
Gain on sale of mining assets (note 2).............. 2,147,733 
[oss.on Invesimentin subsidiaries se 9..4.), se ae 
2,147,733 
Net income (loss) 22 Fora a. eee eee ee ce aire eae $2,390,959 
Earnings (loss) per share (note 1 (a)) 
Income (loss) before extraordinary items............. 9¢ 
Net income: (OSS) otic e eee ee ee eee 83¢ 


1975 


33,580,907 
910,672 
4,491,629 
4,296,395 
195,234 


SRW A 
199,205 


47,050 
58,367 
81,553 
209,395 
21,370 
85,012 


502,747 
(303,542) 


(10,337) 


(313,879) 


391,473 
(115,373) 
276,100 


s 87979) 


(11¢) 
(1¢) 


statement of retained earnings (deficit) 


Year ended December 31, 1976 


1976 

Deficit:at:-beginmingrot Vear, cee ee tre ene $1,337,191 
Net:income, (loss)ig.2805 0 4 ee eer eee 2,390,959 
Retained earnings (deficit) at end of year................ $1,053,768 


1975 
$ 1,299,412 
(37,779) 


$(1,337.191) 


statement of changes in 


financial position 
Year ended December 31, 1976 


1976 TO75 
Working capital derived from bist Ty 
LBS) BE UAYO) GHA etl AP Baca cc ae Goh i ee alg a re a aera 2 503,792 
Decrease in operating supplies: ... .. blew ee ee os $ OZ, 170 
Proceeds on sale of mining assets (net of expenses)..... 2,732,060 500,000 
Issue of capital stock on conversion of 5% convertible 
Shokind tne, Gebentures: 2s... 2... a fag, 2k ene a oe 2,479 
Reclassification of note receivable as current asset...... 200,000 
3,265,852 535,254 
Working capital applied to 
Oe AROS a see ee ee a eta tyes Sete cla, fone boa 262,586 
AGGMUORS, 10 41X60 ASSES Bevis et jena a ew h tact oh keels 6,450 28,949 
Expenditures on property held for resale.............. 2,276 14,803 
Non-current receivable being partial consideration on sale 
ef mining assets (notes 2 and'3). -20.......4..5.. 1,095,700 200,000 
ACOMSILON.Of Operating: Supplies: . 32.22. 8 essa S. 29,413 
Payment On option on mining claims... . 2.........<%.. 25,000 
1,158,839 506,338 
iiicroaso: IMWWVOrKIniG Capital. y ot. tule « users Ga Sin ele ole a 2,107,013 28,916 
Working capital at beginning Of year... 3... ...6.-2-55 2 4- 488,474 459,558 


MOVING Capital.at Gnd Of Vals gc 1)~. sancd +l abst dre oe: Kore $2,595,487 $ 488,474 


MANITOU-BARVUE MINES LIMITED 


notes to financial statements 
Year ended December 31, 1976 


1. Accounting Policies 
(a) Investment in an associated company 
The company accounts for its investment in shares of Quebec Manitou Mines Limited on 
the equity method, net of the cost to Quebec Manitou Mines Limited of its holding of 
shares of Manitou-Barvue Mines Limited. Earnings per share are based on the shares out- 
standing other than those held by Quebec Manitou Mines Limited. 


(b) Depreciation 
Depreciation is provided on the straight-line basis using the following annual rates: 
Mine assets 
To date of sale of mining’operation. ....-.....:. 99 eee eee 12%% 
From date of sale of mining operation, on net book value of 
equipment leased to.purchaser... 2. 22.5: ested ae 332% 
(c) Exploration expenditures 
Expenditures on mineral exploration programmes are deferred on a specific project basis 
until the viability of the project is determined. If a project is discontinued, the accumulated 
project costs are charged to income. If a project is developed, the related accumulated 
costs are amortized against future income from that project. 
(d) Royalty receivable 


The guaranteed royalty (notes 2 and 3) has been reflected on a present value basics at the 
date of sale. Imputed interest at 10% will be taken into income as the royalty is received. 


2. Sale of Mining Assets 


In August 1976, the company sold substantially all of its mining operation in Bourlamaque 
Township, Quebec, as follows: 


(a) a 50% undivided interest in certain mining claims contiguous to the mining property ; 


(b) the mine property, townsite, buildings and all related equipment and supplies required 
_ for operation of both mine and mill, excepting certain mining ONS: which is 
being leased to the purchaser (see below) ; and 


(c) all the company’s transferable rights relating to the sold property and the mining 
operation. 


The sale consideration consisted of the following : 


(a) an initial cash payment of $1,000,000 at closing, and notes receivable bearing interest 
at prime bank rates effective from time to time, maturing as to $700,000 on February 10, 
1977 and $650,000 on February 10, 1978 (see note 3) ; and 


(b) a guaranteed royalty of $750,000 in respect of the first 300,000 tons to be mined from the 
property, whether mined or not, and to be paid in amounts of not less than $250,000 
per year by quarterly instalments. The value of this royalty has been reflected in the 
accounts at fair value of $625,000 at the date of sale. On any tonnage mined in excess 
of 300,000 tons, a royalty of 75 cents per ton is payable to the company and is to be 
indexed to the Consumer Price Index commencing 12 months after the 300,000th 
ton is mined. 


The company’s retained 50% interest in certain mining claims is reflected in the accounts at 
nominal value, and the company and the purchaser intend to carry out a joint exploration 
programme on the claims at an estimated cost of $50,000, such cost to be shared pro rata. 


Concurrently with the sale, the company agreed to lease certain of its mining equipment to the 
purchaser for a term of three years at a rental of $40,000 per annum. The net book value of the 
equipment, as at the date of commencement of the lease, is being depreciated over its term. 


The gain on the sale of the mining operation is reflected in the accounts net of a provision for 
mining taxes in the amount of $100,000, as such taxes would not have been exigible had the 
sale of the mining operation not occurred. 


. Receivable ini i 
on Sale of Mining Operation Gurent Long-term 


Barraute Township 
Note arising from the sale of the Company’s mining lands 
and rights in Barraute Township, Quebec in 1975, bearing 
interest at prime bank rates effective from time to time, 
arth OCCOMOCL Ole TOF 1 a5 250 Bees gos ee es ees $ 200,000 


Bourlamaque Township 
Notes arising from the sale of the company’s mining 
Operation in Bourlamaque Township, Quebec in 1976 
(see note 2), bearing interest as above: 


(iamatliting.pebrarny 1041977 6s ain ec ee 700,000 
Gi) maturing: FebruarynlOstO7/G asict kon adhs le: $ 650,000 
Guaranteed royalty and imputed interest............. 204,000 445,700 
904,000 1,095,700 
$1,104,000 $1,095,700 


. Investment in Subsidiary Companies 
These financial statements reflect the company’s investment in its subsidiaries at nominal value, 
as they are inactive and without assets of any significant value. 


. Investment in an Associated Company 

The company’s investment in Quebec Manitou Mines Limited (a 33% interest) is reflected in the 
accounts net of the cost to the latter company of its holding of 954,427 shares of Manitou- 
Barvue Mines Limited, as follows: 


1976 1975 
Shares 

Balance at beginning of year, as stated on the equity basis. $438,883 $449,220 
Share in income (loss) for year. Eee ire 2,509 (10,337) 
Balance at end of year eine Peten eae 1976, 

S72 COU Gat 97-0.) OS AUO) cn a. seman ss ts eke oe 441,392 438,883 
Deduct associated company’s holding of 954,427 shares . 

of the company at cost to associated company...... 324,394 324,394 


$116, 998 $114,489 


10. 


11. 


. Option on Mining Claims 


By agreement dated May 12, 1971, the company issued 40,000 shares of its capital stock as 
consideration for an option to acquire an interest in 24 mining claims in Bourlamaque Township, 
Quebec. The option has been extended to June 30, 1981 by payment to the optionor of $25,000 
cash, pursuant to an amendment to the agreement. 


The company must spend sufficient funds to keep the property in good standing and may elect 
to put the property into production at its sole expense. 
If the company so elects the agreement provides : 


(a) that the company be reimbursed for its expenditures and receive an additional payment 
of $100,000 out of net cash flow; 


(b) that up to an additional 35,000 shares of the company be allotted to the optionor, at an 
assigned value of $1 per share; and 


(c) that profits be allocated as to 75% to the company and 25% to the optionor. 


. Capital Stock 


At December 31, 1976, options under the company’s incentive stock option plan were out- 
standing at a price of $1.00 per share on 15,000 shares, exercisable on or before October 31, 
1977. 


. Contractual and other Commitments 


Forward exchange contracts (net) 
In 1977, foreign exchange contracts of U.S. $2,000,000 net were liquidated with the 
gain thereon being reflected in the accounts for that year. 


Resource investment 
The company has authorized the entering into a limited partnership agreement pursuant 


to which it intends to invest $1,000,000 in a programme for the exploration and develop- 
ment of natural gas and oil in Canada, initially in Alberta and British Columbia. 


. Other Statutory Information 


Direct remuneration of directors and senior officers (as defined by The Business Corporations 
Act) is as follows: 


1976 1975 
DIRE CTOSS Soha ISA ee ey ea eee ee oe $ 98,524 $ 86,765 
SONnIONEMPlOVECS Sa sere eel wee hen ae ee eee 73,024 104,146 


$171,548 $190,911 


Income Taxes 


At December 31, 1976, amounts totalling approximately $5,300,000 are available for deduction 
from future taxable income as follows: 


= Capital-cost allowance. 4.0.00 en eee ee $4,800,000 
Loss carried forward on a tax filing basis available until December 31, 1981 ~ 500,000 


Anti-inflation Act 


Dividends are not presently being paid. However, under the anti-inflation legislation, the com- 
pany cannot pay dividends exceeding $192,921 prior to October 13, 1977. 


peta 


woe 


- ee 
ae 
eats 


